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STUDY  OF  THE  MARKET  FOR  TELEPHONE  MARKETING  SERVICES 

f 

ABSTRACT 


Telephone  marketing  is  voice  communications  between  vendors  and  their  existing  or 
prospective  customers,  intended  to  comprise  or  enhance  the  marketing  efforts  of  the 
vendor.  Telephone  marketing  performed  on  a  service  basis  is  a  relatively  new  market 
with  an  estimated  annual  revenue  of  $120  million  in  1980,  growing  at  about  40% 
annually.  The  services  market  is  made  up  largely  of  small  vendors.  Of  the  26  service 
vendors  interviewed  in  this  study,  the  largest  has  revenues  of  about  $6  million  per 
year.  These  26  represent  about  two-thirds  of  the  total  market.  The  primary 
telephone  marketing  services  applications  today  are  consumer-originated  calls  in 
response  to  TV  advertising  for  items  such  as  books  and  records.  The  use  of  telephone 
marketing  services  for  business  applications  is  very  low.  The  use  of  automation  (such 
as  operator  display  terminals)  is,  with  a  few  exceptions,  very  low  among  most  of  the 
existing  service  vendors.  A  useful  analogy  can  be  drawn  between  the  present  state  of 
the  telephone  marketing  services  business  and  that  of  remote  computing  services  in 
the  late  1960s. 
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I  INTRODUCTION 


I  INTRODUCTION 


A.  PURPOSE 


•  This  study  is  intended  to  be  the  first  phase  of  a  two-phase  study  of  the 
telephone  transaction  services  marketplace.  This  first  phase  deals  with  the 
analysis  of  the  existing  vendors  of  telephone  transaction  services  and  of  their 
customers.  To  this  end,  four  objectives  were  established: 

Describe  the  activities  of  companies  currently  providing  telephone 
transaction  services  for  business  organizations. 

Analyze  the  business  characteristics  of  such  vendors. 

Describe  and  categorize  these  services  from  the  vendor  perspective. 

identify  change  characteristics  of  users  and  services. 


B.       RESEARCH  METHODOLOGY 


•         The  basic  methodology  utilized  was  that  of  primary  interviews  with  vendors 
and  users  of  telephone  transaction  services. 


In  addition,  a  number  of  interviews  were  conducted  with  vendors  of  associated 
telephone  marketing  services  such  as  consulting,  services  brokering,  and 
associated  services. 

A  total  of  42  Interviews  were  conducted  and  analyzed. 

Eleven  interviews  were  conducted  in  person.  The  remaining  31  were 
conducted  by  telephone. 

Many  of  the  telephone  interviews  consisted  of  multiple  telephone 
conversations,  sometimes  with  more  than  one  person  in  the  interviewed 
organization. 

Twenty-six  vendor  interviews  were  conducted. 
Ten  user  intervlev/s  were  conducted. 

Six  Interviews  were  conducted  with  other  telephone  marketing  services 
vendors. 

A  list  of  the  companies  interviewed  is  presented  In  Appendix  A  (Exhibit 
A-l). 

At  the  conclusion  of  the  interviews,  the  collected  data  was  summarized  and 
analyzed,  and  a  set  of  conclusions  and  recommendations  prepared. 
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II   EXECUTIVE  SUMMARY 


II        EXECUTIVE  SUMMARY 


A.       KEY  CONCLUSIONS 

•  The  present  size  of  the  market  for  telephone  marketing  services  is  $120 
million  per  year  or  75  million  calls  per  year. 

Telephone  marketing  is  defined,  for  the  purposes  of  this  study,  as 
telephone  communications  with  prospective  customers  in  order  to  sell, 
or  enhance  the  probability  of  selling,  products  or  services  to  them.  It 
excludes  market  surveys,  credit  authorizations,  etc. 

•  The  present  size  of  this  market  is  dwarfed  by  the  huge  potential  market  for 
telephone  marketing  operations  within  companies  which  now  perform 
telephone  marketing  on  an  in-house  basis,  and  the  even  larger  potential  market 
within  companies  which  do  not  yet  perform  telephone  marketing  operations  on 
an  organized  basis. 

•  Continued  rapid  growth  of  the  penetration  of  this  market  by  both  in-house  and 
service  operations  can  be  anticipated,  due  to: 

A  growing  awareness  of  the  potential  value  of  telephone  marketing  on 
the  part  of  both  users  and  the  ultimate  customer  originating  or 
receiving  the  telephone  calls. 
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An  improving  cost  comparison  with  alternative  marketing  methods, 
particularly  with  direct  salesmen. 

The  growth  of  competent  personnel  and  organizations  in  the  industry. 

Telephone  marketing  applications,  especially  those  relating  to  business 
marketing  are  not  free  standing  sales  operations.  They  are  closely  related  to 
some  other  client  marketing  operation  such  as  direct  mail  or  other  advertising 
or  direct  salesmen  operations. 

One  of  the  most  valuable  outputs  of  a  telephone  marketing  operation,  in 
addition  to  the  leads  or  orders  produced,  is  an  evaluation  of  the  effectiveness 
of  the  related  marketing  operations;  e.g.,  an  evaluation  of  advertising  effec- 
tiveness. 

While  the  value  of  such  outputs  is  often  recognized,  it  is  rarely 
exploited  by  the  vendors  or  the  users  of  existing  telephone  marketing 
services. 

Automation  has  a  number  of  very  interesting  and  useful  potential  capabilities 
as  applied  to  telephone  marketing  operations. 

Service  planning  and  control  is  an  extremely  critical  element  of 
profitability  for  services  vendors. 

Summaries  and  analyses  of  results  for  further  implementation  and 
analysis  by  clients  is  an  important  feature,  as  previously  noted. 

An  ability  to  handle  complex  or  relational  applications  can  expand  the 
power  of  telephone  marketing  considerably. 

Relatively  few  of  the  existing  telephone  marketing  service  vendors  are  using 
automation  to  any  significant  degree,  and  most  of  these  vendors  are  not 
qualified  to  assess  its  advantages  and  disadvantages. 
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CONCLUSIONS 


MARKET  SIZE 

The  two  major  dimensions  by  which  the  telephone  marketing  services  industry 
was  segmented  and  sized  are: 

Incoming  versus  outgoing  call  operations. 

Generally,  the  vendors  tended  to  specialize  in  one  mode  or  the 
other,  as  can  be  seen  in  Appendix  A  (Exhibit  A-2,  A-3,  and  A-4). 

Business  audience  versus  consumer  audience. 

As  shown  in  Exhibit  II- 1,  the  total  market  is  approximately  75  million  calls  per 
year,  and  the  incoming  calls  from  consumers  now  represent  more  than  half  of 
the  total  market  in  volume  of  calls. 

These  incoming  consumer  calls  are  primarily  TV  response  calls  for  such 
items  as  record  or  book  deals. 

Translating  the  volume  of  calls  to  revenue  dollars,  the  total  market  represents 
about  $120  million  per  year,  of  which  the  incoming  consumer  calls  now 
comprise  only  one-third  because  of  their  lower  cost  per  call.  This  fact  is 
shown  in  Exhibit  11-2. 

The  growth  of  the  telephone  marketing  services  industry,  as  it  is  presently 
constituted,  is  about  40%  annually,  or  doubling  every  two  years. 

This  growth  rate  is  not  necessarily  representative  of  the  long  term 
market  because  of: 
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EXHIBIT  II-l 


ESTIMATE  OF  MARKET  SIZE- 
TELEPHONE  MARKETING  SERVICES 

(IN  MILLIONS  OF  CALLS  PER  YEAR) 


.  NUMBER  OF  CALLS 

TYPE 

INCOMING 

OUTGOING 

TOTAL 

BUSINESS 

7,5 

10.0 

17.5 

CONSUMER 

40.0 

15.  0 

55.0 

TOTAL 

47.5 

25.0 

72.  5 
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EXHIBIT  II-2 


ESTIMATE  OF  MARKET  SIZE- 
TELEPHONE  MARKETING  SERVICES 
IN  ANNUAL  REVENUE 
(MILLIONS    OF  DOLLARS) 


NUMBER  OF  CALLS 

TYPE 

INCOMING 

OUTGOING 

TOTAL 

BUSINESS 

$13M 

$35M 

$  48M 

CONSUMER 

40M 

30M 

70M 

TOTAL 

$53M 

$65M 

$118  M 
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The  huge  potential  market.  This  market  exists  either  in  in-house 
telephone  marketing  operations  or  in  companies  which  could  but 
do  not  yet  conduct  organized  telephone  marketing  programs. 

The  relative  newness  of  the  telephone  marketing  services 
industry.  Most  of  the  participants  have  been  in  business  for  less 
than  five  years. 

The  size  of  the  participants.  The  largest  of  the  vendors  are  less 
than  $10  million  per  year  in  telephone  marketing  revenue  and, 
with  a  few  exceptions  such  as  Avis  and  National  Data  Corpora- 
tion, telephone  marketing  is  their  primary  business. 

APPLICATIONS 

While  there  is  a  wide  range  of  telephone  marketing  applications,  a  few  key 
applications  constitute  the  vast  bulk  of  today's  telephone  marketing  call 
volume. 

The  largest  volume  applications  are  those  in  which  calls  are  generated  as  a 
response  to  a  television  commercial. 

The  largest  of  these  applications  is  order-taking  for  products  such  as 
records  or  books. 

Most  of  the  service  vendors  are  orienting  their  own  marketing  efforts  toward 
the  high  volume,  consumer-related  applications. 

Most  of  the  other  applications  (either  business-oriented  or  low  volume, 
consumer-oriented)  tend  to  be  "accidental"  or  "customer  convenience." 

Lead  generation  applications  and  order-taking  are  functionally  almost 
identical  from  the  viewpoint  of  the  service  vendor. 
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Dealer  location  services  and  order-upgrading  services  tend  to  be 
treated  as  different  applications  with  different  operator  and  facility 
requirements. 

3.        AUTOMATION  AND  COMMUNICATIONS 

•  Automation,  both  as  a  communications  aid  and  as  an  output  data  processing 
capability,  is  in  relatively  low  use  in  the  vast  majority  of  telephone  marketing 
services  vendors. 

•  The  many  vendors  who  do  not  use  any  kind  of  automation  express  very  strong 
opinions  that  automation  has  little  value.  However,  with  few  exceptions,  they 
have  little  or  no  experience  with  automation  from  which  to  form  a  knowledge- 
able opinion. 

•  The  few  vendors  who  do  use  automation  tend  to  use  it  extensively. 

Their  primary  use  is  in  facilities  and  in  force  planning  and  control. 

Some  of  these  vendors  also  use  automation  for  preparing  reports  for 
clients,  but  the  level  of  client-valuable  analyses  is  relatively  low. 

•  •        Most  vendors  use  WATS  lines,  both  inward  and  outward,  for  their  communica- 

tion facilities. 

The  cost  of  their  V\/ATS  lines  represents  between  25%  and  30%  of  their 
revenues. 

The  vendors  pay  very  close  attention  to  the  optimization  of  their  WATS 
lines  and  are,  in  general,  much  more  efficient  than  the  typical  WATS 
user. 
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OTHER  CONCLUSIONS 


The  telephone  marketing  services  industry  is,  relative  to  nnost  information 
industries,  very  non-professional.  This  is  primarily  attributable  to  the  fact 
that  the  industry  itself  is  very  new. 

The  quality  of  service  performance  is  very  erratic.  /Many  vendors  have 
failed  to  deliver  the  service  promised  to  clients,  leaving  the  entire 
industry  with  a  bad  name. 

There  is  a  shortage  of  experienced  management.  Most  of  the  vendors, 
even  some  of  the  largest  vendors,  can  be  characterized  as  "one  man 
shops". 

Marketing  operations  are  usually  conducted  by  the  "one  man"  himself, 
and  his  background  is  usually  in  the  consumer  marketing  field. 

There  is  a  lack  of  awareness  of  the  potentialities  of  telephone  marketing  not 
only  among  the  prospective  clients,  but  also  among  the  service  vendors 
themselves.  The  service  vendors  tend  to  operate  in  the  mode  of  having  all  the 
business  they  can  handle  or  wish  to  handle,  and  have  given  little  thought  to 
what  else  might  be  marketed. 

Finally,  the  industry  suffers  from  a  high  turnover  in  almost  all  possible 
dimensions. 

The  employees,  particularly  operators  (or,  as  the  industry  calls  them 
"communicators")  turn  over  at  rates  often  exceeding  100%  annually. 

The  service  vendors  are  primarly  marketing  to  high  volume  consumer- 
oriented  clients  and  are  continuously  raiding  each  other  for  that  limited 
number  of  such  clients. 
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As  a  second  level  manager  rises  to  a  position  of  authority  and 
experience  at  one  vendor,  he  often  finds  it  expedient  to  start  his  own 
telephone  marketing  business. 

The  vendors  themselves  demonstrate  a  relatively  high  level  of  turnover, 
perhaps  25%  per  year.  This  is  attributable  to  the  high  rate  of  new 
service  start-ups,  as  noted  above,  and  to  the  frequent  business  failures, 
often  attributable  to  collections  problems  with  shaky  clients. 

C.  RECOMMENDATIONS 

•  The  present  size,  potential  availability,  and  huge  potential  of  telephone 
marketing  services  presents  a  very  interesting  opportunity  which  warrants 
further  serious  consideration  by  Dun  &  Bradstreet. 

•  While  the  first  phase  of  the  study  addressed  the  vendors  of  telephone 
marketing  services,  one  of  its  key  conclusions  is  that  the  way  these  present 
vendors  are  addressing  the  market  is  not  the  appropriate  way.  The  market 
itself,  that  is,  the  users  and  potential  users  of  telephone  marketing  services, 
should  be  studied  closely  to  establish: 

Requirements  for  telephone  marketing  services. 

The  appropriate  methods  by  which  this  largely  unaddressed  market  can 
be  developed. 

The  industries  and  industry  applications  for  which  telephone  marketing 
can  provide  the  most  valuable  functions. 

•  A  reasonably  thorough  concept  of  a  telephone  marketing  service  should  be 
developed,  including  those  ancillary  services  such  as  data  analysis  and  data 
base  access,  so  that; 
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The  system  concept  can  be  analyzed  for  economic  feasibility,  service 
capacity,  and  possible  marketplace  features. 

The  service  concept  can  be  described  to  potential  customers  and  tested 
for  marketability. 

Since  most  of  the  potential  market  is  as  yet  untapped,  a  thorough  and  efficient 
market  development  program  is  an  extremely  important  element  of  any 
business  plan  for  telephone  marketing  services.  Various  alternative  market 
development  methods  should  be  evaluated  against: 

The  requirements  of  the  marketplace. 

The  available  D  &  B  capabilities. 

This  market  development  program  should  be  designed  to  provide  a  high  level  of 
customer  support.  This  is  necessary  in  order  to: 

Relate  the  capabilities  and  potential  values  of  telephone  marketing  to 
each  customer's  specific  needs  and  applications. 

Utilize  the  analysis  and  evaluation  features  of  the  telephone  marketing 
service  in  a  way  that  is  complementary  to,  rather  than  competitive 
with,  the  customer's  other  marketing  functions. 

One  of  the  limiting  factors  in  the  use  of  telephone  marketing  services  in 
business  applications  is  the  problem  of  training  the  communicators  to  sound  at 
least  somewhat  knowledgeable  about  the  clients'  products.  It  will  be  necessary 
to  develop  some  workable  and  believable  solution  to  this  problem  before  the 
business  market  can  be  successfully  developed. 
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Along  the  same  lines,  one  such  approach,  which  may  be  the  only  acceptable 
approach  to  many  clients,  will  be  to  provide  a  facilities  service  in  which  the 
communicators'  terminal  (CRT?)  and  telephone  can  be  located  on  the  client's 
premises  and  operated  by  the  client's  employees. 

Lastly,  it  must  be  emphasized  that  this  study  showed  no  existing  service 
vendor  or  any  other  organization  preparing  to  monopolize  this  market.  There 
is  enough  time  to  prepare  a  thorough  and  professional  business  approach  to  this 
huge  potential  market. 
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TELEPHONE  MARKETING  SERVICES  VENDORS 


THE  VENDORS 

There  are  a  limited  number  of  vendors  of  telephone  marketing  services  of  any 
significant  size.  Probably  a  total  of  50  companies  represents  90%  of  the 
business  today. 

Exhibit  A- 1  (in  Appendix  A)  contains  a  list  of  26  such  vendors  interviewed  in 
the  course  of  this  study. 

These  26  represent  approximately  two-thirds  of  the  total  business. 

Nearly  half  of  these  vendors  are  primarily  in  the  telephone  marketing  business. 

Most  of  the  other  half  are  in  some  other  separate  but  closely  related 
business,  such  as  magazine  subscription  sales  or  credit  authorizations. 

A  few  companies,  notably  Western  Union  (now  out  of  the  telephone 
marketing  business)  and  Avis  are  seeking  to  make  more  efficient  use  of 
their  existing  WATS  networks. 

The  oldest  of  these  companies  has  been  in  telephone  marketing  for  less  than 
ten  years,  and  many  have  been  established  within  the  last  two  years. 
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•  Most  of  these  companies,  even  the  very  largest,  which  are  about  $6  million  in 
annual  revenue,  operate  under  the  very  tight,  personal  control  of  a  single  key 
individual. 

•  Many  telephone  marketing  services  vendors  have  gone  out  of  business  in  the 
last  year  or  two.  Usually  this  business  failure  was  related  to  a  collection 
problem  with  a  financially  shaky  client  whose  marketing  program  failed  to 
produce  the  expected  result. 

This  type  of  business  failure  is  one  of  the  very  few  clues  available  to 
assess  the  financial  performance  of  these  vendors. 

B>       SIZE  OF  THE  TELEPHONE  MARKETING  SERVICES  MARKET 

•  One  of  the  major  tasks  of  the  study  was  that  of  segmenting  and  sizing  the 
telephone  marketing  services  industry.  This  was  accomplished  through 
interviews  with  the  vendors,  by  obtaining  an  estimate  of  their  size  expressed 
as  dollars  of  annual  revenue,  or  number  of  full-time  equivalent  employees,  or 
number  of  communications  lines,  or  number  of  completed  telephone  trans- 
actions per  year. 

•  As  shown  in  Appendix  A  (Exhibit  A-A-,  A-3,  and  A-4),  there  were  no  interviews 
in  which  all  of  these  questions  were  answered,  but  in  all  interviews  enough 
information  was  obtained  to  be  able  to  develop  an  estimate  of  each  vendor's 
volume  of  calls.  In  many  cases  enough  information  was  obtained  to  perform 
some  level  of  cross  check  on  this  volume. 

In  the  first  five  columns  of  Exhibits  A-2,  A-3,  and  A-4  the  information 
is  presented  as  stated  by  the  individual  interviewed. 

In  the  last  three  columns  of  these  same  exhibits  are  the  data  calculated 
or  estimated  by  INPUT. 
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The  totals  at  the  bottom  of  each  exhibit  show  the  total  annual  call 
volume  for  interviewed  vendors  as  well  as  a  split  between  the  consumer 
call  volume  and  that  of  calls  to/from  businesses. 

These  data  are  summarized  in  Exhibit  III- 1  by  the  two  dimensions  of  market 
segmentation. 

An  adjustment  was  made  in  the  data  in  Exhibit  1 1 1- 1  to  correct  for  the 
sampling  characteristics  of  the  interview  sample. 

In  the  study,  most  of  the  large  service  vendors  were  interviewed, 
particularly  the  large  consumer  incoming  call  vendors. 

The  market  estimate  so  adjusted  has  already  been  seen  in  Exhibit  II- 1. 

in  order  to  place  a  dollar  value  on  this  volume  estimate  of  the  market,  the 
average  price  per  call  was  calculated  from  the  interview  data. 

These  calculations  are  shown  in  Exhibit  III-2. 


Again,  the  data  available  for  incoming  consumer  calls  are  very  precise. 

Incoming  business  calls,  though  less  precise,  are  probably  within  +  20%. 

Outgoing  call  prices  are  much  more  difficult  to  estimate.  For  one 
reason,  outgoing  calls  are  usually  priced  to  clients  as  a  charge  per 
manhour  or  per  communicator  hour.  This  price  is  usually  in  the  $25-30 
range,  although  it  is  as  low  as  $18  in  some  cases  and  as  high  as  $34  in 
others. 

Dividing  this  figure  by  the  stated  eight  to  ten  calls  per  communi- 
cator hour  (less  for  business  calls,  more  for  consumer  calls) 
provides  the  revenue  per  call  figures  shown  in  Exhibit  III-2. 
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EXHIBIT  lll-l 


ESTIMATE  OF  MARKET  SIZE- 
TELEPHONE  MARKETING  SERVICES 
(IN  MILLIONS  OF  CALLS  PER  YEAR)  - 
FROM  INTERVIEWS 


NUMBER  OF  CALLS 

TYPE 

INCOMING 

OUTGOING 

TOTAL 

BUSINESS 

5.3 

5.  0 

10.3 

CONSUMER 

31 .  2 

9.4 

40.6 

TOTAL 

36.  5 

14.  4 

50.  9 
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EXHIBIT  III-2 


ESTIMATE  OF  MARKET  SIZE- 
TELEPHONE  MARKETING  SERVICES 
ESTIMATED  PRICE  PER  CALL 


TYPE 

INCOMING 

OUTGOING 

BUSINESS 
CONSUMER 

$1.75 
1.00 

$3.50 
2.00 
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Multiplying  this  revenue  per  call  matrix  by  the  adjusted  call  volume  matrix  in 
Exhibit  1 1- 1  provides  the  annual  revenue  for  the  services  market  shown  in 
Exhibit  11-2. 


C      GROWTH  OF  THE  TELEPHONE  MARKETING  SERVICES  MARKET 

•  Most  of  the  services  vendors  estimated  that  their  own  growth  over  the  last 
two  years  had  been  about  50%  per  year. 

•  They  also  expected  their  growth  to  continue  at  this  rate  for  the  foreseeable 
future. 

•  INPUT  has  factored  in  a  number  of  considerations  which  could  make  these 
growth  estimates  high  or  low. 

•  Factors  contributing  to  a  lower  growth  rate: 

The  enthusiasm  of  the  respondents  for  their  own  business. 
The  high  rate  of  business  failures  occurring  in  the  industry. 

•  Factors  contributing  to  a  higher  growth  rate: 

The  increasing  awareness  of  the  capabilities  of  telephone  marketing  on 
the  part  of  the  clients,  as  well  as  their  increasing  awareness  of  such 
needs. 

The  increasing  experience,  and  consequent  professionalism,  on  the  part 
of  the  key  managers  in  the  industry. 
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The  increasing  awareness  and  acceptance  of  ethically  and  professionally 
conducted  telephone  marketing  on  the  part  of  the  communicating 
audience. 

The  entry  into  the  market  of  new  and  solidly-backed  businesses. 

•  INPUT'S  estimate  of  the  most  probable  growth  rate  for  the  telephone 
marketing  services  business  as  it  is  now  constituted  is  a  40%  average  annual 
growth  rate  for  the  next  two  years. 

•  1982  market: 

Total  -  $250  million. 

Business  segment  -  $100  million. 

•  This  growth  rate  bears  little  resemblance  in  either  percentage  terms  or  dollar 
terms  to  what  might  be  achieved  by  one  or  a  number  of  firms  starting  to 
develop  the  potential  market  actively  and  aggressively. 


D.       USE  OF  AUTOMATION 


•         There  are  four  distinct  areas  of  application  for  automation  in  telephone 
marketing  operations: 

Incoming  Calls.  Automatic  call  directors  answer  calls,  route  them  to 
the  appropriate  available  operator,  and  generate  short  term  and  long 
term  statistical  reports  for  force  management,  work  scheduling  and  line 
mix  optimization. 

Outgoing  Calls.  Least  cost  routing  devices  place  calls  on  the  lowest 
cost  available  line. 
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Operator  Displays,  CRTs  or  other  displays  for  prompting  operators, 
formatting  input  data,  presenting  prepared  scripts  or  answers  to 
customer  inquiries,  and  entering  input  data  automatically  into  the 
processing  system. 

Data  Processing.  Data  analysis,  data  base  updating,  and  report 
generation  for  delivering  collected  orders  and  leads  as  well  as 
analytical  information  to  clients  and,  in  addition,  producing  reports  for 
future  service  planning  and  control. 

Some  of  the  large  In  WATS  operations  use  all  of  these  types  of  automation, 
but,  with  these  exceptions  the  use  of  automation  is  almost  non-existent  in  this 
industry. 

Some  companies  use  batch  service  bureaus  to  keypunch  and  prepare 
client  data  reports. 

Most  of  the  vendors  have  little  knowledge  or  experience  with  automation  and, 
therefore,  are  not  qualified  to  assess  its  value.  Some  of  the  reasons  given  for 
the  non-use  of  automation  illustrate  this  point: 

"The  CRT  will  distract  the  operators." 

"The  CRT  will  require  the  hiring  of  scarce  typists." 

"Close  personal  supervision  works  better  than  any  computer." 

"When  one  of  my  operators  wants  to  go  to  the  bathroom  she  raises  her 
hand  and  someone  moves  right  into  her  chair.  The  computer  can't  do 
that!" 

In  the  area  of  communication  facilities,  almost  all  vendors  use  WATS 
exclusively. 
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Vendors  typically  operate  a  minimum  of  an  II  hour  day,  with  some  consumer 
application  vendors  getting  to  17  or  18  hours. 

A  nominal  24-hour  service  is  offered  by  many  In  WATS  vendors,  but  the 
traffic  volume  after  2  A.M.  is  negligible. 

The  In  WATS  vendors  are  particularly  vulnerable  to  variations  in  call  holding 
times.  Typical  holding  times  are  as  follows: 

Incoming: 

Lead  Generation  45  seconds 

Order  Taking  60  seconds 

Catalog  Orders  240  seconds 

Dealer  Locator  180  seconds 
Outgoing: 

Consumer  Sales  90  seconds 

Business  Lead  Qualifier  240  seconds 

Business  Sales  360  seconds 

The  utilization  of  WATS  lines  among  telephone  marketing  services  vendors  is 
very  high  as  compared  to  normal  industrial  users. 

Out  VMTS:   125  hours/month. 

In  WATS:   100  hours/month. 
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High  efficiency  operators:  200  hours/month. 

Some  large  reservation  systems,  such  as  airlines,  exceed  these  In  WATS 
utilizations. 

F.       INDUSTRY  PROBLEMS  AS  VIEWED  BY  THE  VENDORS 

•  The  existence  of  low  quality  operators  has  given  the  industry  a  bad  name.  The 
major  vendors  are  well  aware  of  the  problem  and  are  working  hard  on  industry 
standards. 

•  The  lack  of  awareness  on  the  part  of  potential  clients  is  a  major  marketing 
problem.  This  appears  to  be  getting  very  little  attention  from  the  vendors  or 
from  the  industry  association,  the  Telephone  Marketing  Council,  or  the  Direct 
Mail  Marketing  Association. 

•  The  scrutiny  by  regulatory  authorities,  from  the  federal  level  down  to  some 
municipalities,  creates  annoying,  but  apparently  bearable,  problems  for  the 
vendors. 

•  Vendors  as  a  group  are  very  well  aware  of  each  other's  existence  and 
performance. 
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TELEPHONE   MARKETING   SERVICES  USERS 


IV 


TELEPHONE  MARKETING  SERVICES  USERS 


A.  APPLICATIONS 

•  As  a  part  of  both  vendor  interviews  and  the  user  interviews,  a  great  deal  of 
effort  was  applied  toward  determining  user  applications  and  their  character- 
istics. 

•  Exhibit  IV- 1  shows  a  list  of  telephone  nnarketing  applications  in  the  approxi- 
mate order  of  annual  call  volume. 

Order-taking  from  TV  advertising  is  an  approximately  10  million  call 
per  year  application. 

Dealer  restocking  orders,  such  as  pharmacist  reorders,  represents 
approximately  100,000  calls  per  year. 

•  In  Exhibit  IV-2,  an  attempt  was  made  to  group  these  applications  into 
functional  categories. 

Outgoing  calls  are  intended  either  to  qualify  prospects  or  to  sell 
directly. 

Outgoing  calls  can  be  addressed  to  an  audience  defined  by: 
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EXHIBIT  IV-1 


TELEPHONE  MARKETING  APPLICATIONS 
(IN  ORDER  OF  CALL  VOLUME) 


DIRECTION 

APPLICATION 

IN 

ORDER-TAKING  (TV) 

IN 

LEAD  GENERA- 
TION (TV) 

IN 

LEAD  GENREA- 
TION  (PRINT) 

.  OUT 

PROSPECT 

QUALIFACTION 

IN 

(CATALOG) 

OUT 

DIRECT  MAIL 
FOLLOW-UP 

IN 

DEALER  LOCATOR 

OUT 

NEW  PRODUCT 
ANNOUNCEMENT 

OUT 

DEALER  RESTOCKING 
ORDERS 
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TELEPHONE  MARKETING  APPLICATIONS" 
BY  FUNCTION 


OUTGOING  CALLS 

QUALIFY 

SELL 

LIST  AUDIENCE 

A 

A 

(CONSUMER) 

C 

(BUSINESS) 

EXISTING  CUSTOMER 

AUDIENCE 

•  RENEWAL 

B 

A 

•  ANNOUNCEMENT 

B 

B 

•  SERVICE 

C 

C 

LEAD  RELATED 

9  RESPONSE 

B 

C 

•    NO  RESPONSE 

B 

C 

•  FOLLOW-UP 

A 

A 

A  =  1  MILLION  OR  MORE  CALLS/YEAR. 
B  =  100,000  TO  1  MILLION  CALLS/YEAR. 
C  =  LESS  THAN  100,000  CALLS/YEAR. 
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EXHIBIT  IV-2  (CONT.) 


TELEPHONE  MARKETING  APPLICAT IONS - 
BY  FUNCTION 


INCOMING  CALLS 

LEAD 
TAKING 

ORDER 
TAKING 

INFOR- 
MATION 
PROVIDING 

AD  RESPONSE 

•  BROADCAST 

0  PRINT 

•  DIRECT  MAIL 

A 

A 
A 

AA 

(CONSUMER) 
B 
B 

A 

B 
C 

CATALOG  ORDERS 

N/A 

A 

C 

CUSTOMER  SERVICE 

C 

C 

B 

A  =  1  MILLION  OR  MORE  CALLS/YEAR. 

B  =  100,000  TO  1  MILLION  CALLS/YEAR. 
C  =  LESS  THAN  100,000  CALLS/YEAR. 
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A  list  of  names  with  no  prior  relationship. 

A  list  of  existing  customers. 

A  followup  to  a  lead  generation  process. 

Incoming  calls  can  be  the  collection  of  leads  or  actual  orders,  or  can 
provide  information,  such  as  the  location  of  the  nearest  dealer. 

Most  incoming  calls  result  from  the  response  to  some  advertising 
message,  but  they  may  also  be  from  holders  of  catalogs  or  from 
customers  requesting  service. 

•  Most  of  these  application  data  come  from  the  vendor  interviews.  The  user 
interviews  usually  concentrated  on  only  one  application,  and  expanded  the 
understanding  of  that  one  application. 

B.       SERVICE  USE  VERSUS  IN-HOUSE  OPERATIONS 

•  The  key  decision  factor  for  whether  the  telephone  marketing  function  will  be 
performed  in-house  or  by  a  service  operator  is  quite  different  between 
business  products  and  consumer  products. 

Business  Products  -  Familiarity  of  the  operator  with  the  products  of  the 
client.  The  more  the  operator  appears  to  be  familiar  with  the  client's 
products,  the  more  likely  that  the  functions  would  be  performed  on  a 
service  basis. 

Consumer  Products  -  Anticipated  volume  of  calls.  If  a  very  high 
volume  of  calls  is  expected  (or,  for  outgoing  operations,  required)  then 
a  service  operation  will  be  employed. 
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•  Most  business  users  of  telephone  marketing  services  are  planning  to  move 
ultimately  to  an  in~house  operation. 

The  telephone  marketing  service  is  often  used  as  an  experiment, 
although  sometimes  over  a  fairly  long  time  period  (one  year  or  more). 

•  The  reasons  most  business  users  give  for  using  a  telephone  marketing  service 
are  the  high  cost  and  effort  required  to  start  up  a  telephone  marketing 
operation.  These  include: 

Organizing  a  facility,  including  communications  lines. 

Recruiting  and  training  a  staff. 

Managing  the  operation,  including  the  training  of  the  managers. 

•  Cost  is  not  usually  a  significant  factor  in  the  original  decision  to  conduct 
telephone  marketing,  but  becomes  very  important  as  recurring  costs,  either 
service  or  in-house,  become  visible  to  management. 

C       DIFFERING  VIEWS  BETWEEN  VENDORS  AND  USERS 

•  In  this  section  of  the  study,  a  dramatic  set  of  differences  occurred  in  the 
views  expressed  by  vendors  and  by  users. 

•  In  the  permanence  of  a  service  application: 

The  vendors  said  that  users  would  probably  not  go  in-house  and  that  if 
they  did  they  would  come  back. 

Almost  all  users  plan  to  move  in-house  and  expect  that  once  having  set 
up  an  in-house  operation,  the  vested  interests  would  keep  it  that  way. 
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th  regard  to  the  importance  of  price  in  selling: 

The  vendors,  almost  to  a  person,  emphasized  price  as  a  major 
component  of  their  marketing  success. 

The  users  (the  only  users  interviewed  were  business  users)  emphasized 
other  factors,  such  as  number  of  leads  produced. 
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V        TELEPHONE  MARKETING  OPERATIONS 


A.       TELEPHONE  MARKETING  AS  A  BUSINESS  MARKETING  TOOL 


•  Telephone  marketing  in  the  business  to  business  environment  is  usually  only 
one  of  many  elements  of  a  company's  marketing  program.  The  other  elements 
are: 

Media  advertising. 
Direct  mail  advertising. 
Trade  shows. 
Direct  salesmen. 


•         Telephone  marketing  often  produces  its  most  effective  results  as  an  accessory 
to  one  or  more  of  these  other  elements: 


As  a  response  media  for  advertising. 
As  a  followup  media  for  direct  mail. 
As  an  introductory  media  before  a  trade  show. 
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As  an  appointment  setter  for  direct  salesnnen. 

•  Telephone  marketing  is  also  a  very  effecient  means  of  measuring  the  effec- 
tiveness of  these  other  elements: 

"Did  you  see  our  ad  in  ?" 

"Did  you  get  the  literature  you  requested?" 

"How  did  you  like  our  exhibit  at  ?" 

•  Business  markets  are  not  a  prime  market  for  the  existing  telephone  marketing 
services  vendors. 

Most  of  these  vendors  come  from  consumer  backgrounds. 

Business  applications  require  a  higher  communicator  skill  level  and 
telephone  marketing  services  vendors  already  have  large  problems  with 
recruiting  and  training  communicators. 

•  Business  telephone  marketing  programs  operate  on  a  shorter  work  day  than 
consumer  programs. 

Business  day:  9  to  10  hours. 

Consumer  day:   12  to  17  hours. 

B.       SPECIAL  FORMS  OF  TELEPHONE  MARKETING  SERVICES 

•  In  the  course  of  the  interview  program,  two  special  forms  of  telephone 
marketing  appeared. 
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Telephone  conferencing, while  not  a  new  concept,  is  being  innplemented  in  a 
unique  way  by  one  telephone  marketing  services  vendor. 

Focused-group  conference  calls  are  prearranged  for  clients  for  purposes 
of  developing  sales  prospects  for  their  products. 

The  calls  involves  ten  or  twelve  participants,  including: 

One  moderator  from  the  service  vendor. 

Two  or  three  existing  customers  of  the  client. 

Nine  to  ten  prospective  customers. 

The  moderator  leads  a  discussion  of  the  client's  product,  turning 
individual  participant's  sound  levels  up  or  down  as  a  control  mechanism 
for  the  discussion. 

The  products  under  discussion  are  typically  complex  devices  such  as 
computers. 

Industry  news  service: 

This  is  a  telephone-based  news  service  operated  on  the  same  automatic 
mode  as  Dial-A-Joke. 

An  industry  news  service,  with  an  included  commercial  of  the  sponsor- 
ing organization,  is  the  existing  mode  of  operation. 

A  lead  generation  function  could  be  included  in  such  a  service. 
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APPENDIX   A:   SUMMARY   OF   VENDOR  INTERVIEWS 


EXHIBIT  A-1 
COMPANIES  INTERVIEWED 


•    TELEPHONE  MARKETING  SERVICES  VENDORS 


-  AMERICAN  TELERESPONSE 

-  APPLIED  CONCEPTS 

-  ARMY  TIMES  TELEPHONE  MKTC. 

-  A-SHAR-A-WATS 

-  AVIS  MARKETING  SERVICES 

-  EDWARD  BLANK  ASSOCIATES 

-  BUDGET  MARKETING* 

-  CAMPAIGN  COMM.  INSTITUTE* 

-  COMM.  RESPONSE  SERVICE 

-  CONTACT  MARKETING 

-  DATA  RESPONSE  SERVICES 

-  DIAL  AMERICA  MARKETING* 

-  TELE  SESSIONS* 


DIALOGUE  MARKETING 
DIRECT  MARKETING  SERVICES* 
GENERAL  TELEPHONICS 
NATIONAL  DATA  CORPORATION* 
NATIONAL  SWITCHBOARD 
NICE 

RING  AMERICA 
TEAM  TELEPHONE 
TELEAMERICA 
TELESHARE 
USA  800 

WESTERN  UNION  RESPONSE 
PHONE* 

WATS  MARKETING  OF  AMERICA 


MISCELLANEOUS  OTHER  TELEPHONE  MARKETING  VENDORS 


-  ATST  SYSTEMS  SALES  CENTER     -    NATIONAL  TELEMARKETING* 

-  JF  GLASER  -    TOLL  FREE  SYSTEMS 

-  LCS  INDUSTRIES*  -    NATIONAL  ORDER  SYSTEMS 


•    TELEPHONE  MARKETING  USERS 


AUTOMATIC  DATA  PROCESSING* 
DIGITAL  ASSOCIATES* 
THE  DRAWING  BOARD 
IBM-SUPPLY  SALES 
MINOLTA 


OLIVETTI 
CHARLES  PFIZER 
PITNEY  BOWES 
WYX 

EXECUTIVE  PLANNERS 


INDICATES  ON-SITE  INTERVIEWS 
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APPENDIX   B:  QUESTIONNAIRES 


CATALOG  NO.    |V|D|'i'|E|   |  | 


USER  QUESTIONNAIRE 
TELEPHONE  MARKETING  SERVICES 


INPUT  is  a  nationwide  consulting  firm  specializing  in  marketing  and  technology  issues 
of  consequence  to  the  computer  and  communications  industries.  We  have  recently 
performed  extensive  investigations  into  the  use  of  supplementary  distribution 
channels  for  the  marketing  of  the  products  of  these  industries.  These  channels 
include  such  new  methods  as  computer  stores  and  third  party  system  vendors. 

Another  new  supplementary  distribution  channel  which  we  are  investigating  for  our 
clients  is  that  of  telephone  marketing. 

We  would  like  to  obtain  your  views  on  this  marketing  tool  both  in  general  and  with 
reference  to  your  own  operations. 


For  what  applications  does  your  company  use  telephone  marketing? 


2.        How  did  you  handle  these  applications  before? 


3.        Why  did  you  choose  TM  as  opposed  to  other  marketing  methods? 


4.        Do  you  use  TM  services  or  in  house  TM  or  both? 


INPUT 
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For  those  situations  where  you  use  TM  Services,  why  do  you  not  do  it  yourself? 


(For  companies  which  Do  Not  use  In  House  TM) 
Have  you  tried  doing  TM  In  House? 

If  yes,  what  was  your  experience? 


Is  your  TM  application  an  on-going  function  or  a  one  shot  progrann? 


Is  your  TM  program  linked  to  other  marketing  programs?    (e.g.  advertising, 

mail,  direct  salesmen) 

How? 


Are  the  companies  being  called  in  this  TM  program  existing  customers  of  yours 
or  is  this  a  lead  generation  program? 
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YiDITIEI  I  I 


10.      Does  the  TM  communicator  use  the  name  of  your  company  or  that  of  the  TM 
service  company  or  both? 


I  i.      How  was  the  list  of  names  to  be  called  developed? 


12.      Approximately  how  many  calls  does  your  program  entail? 


13.      How  were  the  program  results  delivered  to  you? 


14.      Is  this  method  satisfactory? 


15.      What  is  the  value  of  the  product  or  the  average  sale? 


16.      What  is  the  cost  to  you  of  this  TM  service? 
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17.      Are  you  pleased  with  the  results  of  the  TM  program? 
Why/why  not? 


18.      What  is  your  management's  reaction  to  the  program? 


19.      What  is  your  sales  force's  reaction  to  the  program? 


20.      What  are  your  customers'  reactions  to  the  program? 


21.      Will  you  continue  to  use  TM  for  this  application? 


22.      Who  within  your  company  was   involved  in  the  decision  to  perform  this 
application  using  TM? 


23.      Was  anyone  outside  your  company  involved  in  the  decision  (e.g.  ad  agency)? 


INPL 
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24.      Which  TM  services  company  do  you  use? 
Why? 


25.      How  did  you  get  in  touch  with  this  company? 


26.      What  other  TM  service  companies  did  you  consider? 


27.      Why  were  these  others  rejected? 


28.      Have  you  used  other  TM  service  companies? 


29.      Do  you  see  other  applications  within  your  company  for  which  TM  would  be 
useful? 


30.      What  improvements  would  you  like  to  see  in  future  TM  programs? 
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31.      Does  your  company  have  future  plans  for  or  thoughts  about  TM? 


32.      What  advice  would  you  offer  for  other  companies  considering  the  use  of  TM 


services, 
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VENDOR  QUESTIONNAIRE 


TELEPHONE  MARKETING  SERVICES 


INPUT  is  a  nationwide  consulting  firm  specializing  in  marketing  and  technology  issues 
of  consequence  to  the  computer  and  communications  industries.  We  have  recently- 
performed  extensive  investigations  into  the  use  of  supplementary  distribution  chan- 
nels for  the  marketing  of  the  products  of  these  industries.  These  channels  include 
such  new  methods  as  computer  stores  and  third  party  system  vendors. 

Another  new  supplementary  distribution  channel  which  we  are  investigating  for  our 
clients  is  that  of  telephone  marketing. 

We  would  like  to  obtain  your  views  on  this  marketing  tool  both  in  general  and  with 
reference  to  your  own  operations. 


I. 


GENERAL  BUSINESS  QUESTIONS 


1. 


What  is  your  estimate  of  the  size  of  the  telephone  marketing  services  business? 
(In  revenue,  employees,  calls  completed  or  other  dimensions) 


2. 


V/hat  kinds  of  companies  use  telephone  marketing  services? 


3. 


Why  do  such  companies  use  telephone  marketing  services? 
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4,  What  kinds  of  companies  provide  telephone  marketing  services? 

-  Entrepreneurs. 

Inside  sales  managers. 

Telephone  facility  users  (e.g.  airlines). 

Telephone  answering  services. 

Other. 

5,  How  many  companies  are  there  providing  such  services? 


n.  USERS 


6.         On  what  criteria  do  users  decide  to  use  a  telephone  sales  campaign  as  opposed 
to  other  sales  techniques? 


7.         Why  do  the  users  of  telephone  marketing  services  decide  to  use  a  service 
rather  than  doing  it  themselves? 


8.         What  are  the  standards  by  which  users  of  such  services  evaluate  their  perfor- 
mance? 


9.         What  percentage  of  the  business  of  telephone  marketing  service  derives  from 
prior  customers? 


10.       What  percentage  of  telephone  marketing  services  are  performed  on  a  continu- 
ing basis  and  what  fraction  are  performed  on  a  single  occassion  basis? 
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11.       What  percentage  of  telephone  marketing  services  programs  are  converted 
to  in-house  operations  by  the  users? 


in.  COMPETITION 

13.       Who  are  the  primary  providers  of  telephone  marketing  services? 


14.       How  does  a  potential  user  make  a  decision  to  buy  from  one  service  provider 
as  opposed  to  others? 


IV.  APPLICATIONS 


15.       What  percentage  of  the  telephone  marketing  services  business  derives  from 
sales  activities  on  behalf  of  customers  as  opposed  to  other  activities  such 
as  surveys,  credit  hajidling  etc? 


16.       What  is  the  average  value  and  the  range  of  values  of  the  products  or  services 
sold  via  telephone  marketing  services? 


17.       Is  there  any  definable  upper  limit  to  the  value  of  such  products  or  services? 


18.       Any  lower  limit? 
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What  percentage  of  the  selling  programs  conducted  by  telephone  msirketing 
services  companies  comprise  the  complete  sales  cycle  as  opposed  to  a  part 
of  a  cycle  such  as  prospecting  or  order  validation? 

What  percentage  of  telephone  marketing  services  are  addressed  to  a  business 
audience  and  what  percentage  to  a  home  audience? 


Are  there  any  significant  number  of  applications  of  telephone  marketing  service 
which  address  intra-company  requirements  such  as  collecting  orders  or  reports 
from  field  personnel? 

CALL  DETAILS 

V/hat  is  the  average  quantity  and  the  range  of  quajitity  of  calls  made  in  a 
telephone  marketing  program? 


What  is  the  average  length  of  a  call? 


Could  you  estimate  the  average  number  of  responses  from  the  called  party 
which  comprise  a  complete  call? 


Could  you  estimate  the  average  number  of  questions  which  the  called  party 
would  pose  during  the  course  of  a  call? 
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26.       How  cire  the  results  of  the  program  usually  delivered  to  the  customer? 


27.       What  is  the  typical  turnaround  time  required  from  the  initiation  of  a  telephone 
marketing  services  program  to  the  delivery  of  results? 


28.       Where  does  the  list  of  names  to  be  called  usually  come  from? 


29.       How  much  assistance  is  provided  to  customers  by  the  telephone  marketing 
services  company  in  the  specification  or  selection  of  such  a  list? 


IV.  PRICING 

30.       On  what  basis  are  telephone  marketing  services  typically  priced? 


31.       How  does  the  cost  level  of  a  telephone  marketing  program  relate  to  the  sales 
revenues  achieved? 


32.       What  is  the  average  cost  and  range  of  costs  for  set  up  of  a  telephone  marketing 
program? 
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Vn.      YOUR  BUSINESS 

33.  Are  you  in  any  other  businesses  in  addition  to  telephone  marketing  services? 
If  so,  how  do  these  businesses  relate  to  each  other? 

34.  What  types  telephone  marketing  services  do  you  provide? 

Direct  sales.  , 
Order  taking.  ^  ~ 

Lead  generation. 
Surveys. 

Customer  service. 
Credit  hamdling. 

Other.  

35.  What  is  the  size  of  your  operation? 

Number  of  people  (FT  equiv.) 
Dollars  of  revenue. 
Numbers  of  calls. 

36.  How  successful  is  your  company  in  terms  of: 

Growth? 
Profits? 

Position  in  the  industry? 

37.  How  is  your  company  different  from  other  telephone  marketing  suppliers? 

38.  Do  you  perform  incoming  call  services?  If  so,  are  these  applications  the  same 
as  those  mentioned  esirlier? 
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How  is  your  company  organized  to  provide  these  services? 


YDiTIEI  I  I 


Vm.  OPERATIONS 


40.       How  many  operator  positions  do  you  have  in  service? 


41.       How  much  of  your  cost  is  attributable  to  communications? 


42.       What  methods  do  you  employ  to  control  or  reduce  this  communications  cost? 


43.       What  communications  services  do  you  use? 


44.       Do  you  cover  the  entire  country?  If  not,  what  is  the  limit  of  your  range? 
Why? 


45.       What  use  do  you  make  of  computer  automation? 


IX.       SELLING  OF  TELEPHONE  MARKETING  SERVICES 


46.       How  do  you  sell  your  services? 


47.       What  are  your  key  selling  points  in  order  to  get  a  customer  to  consider  telephone 
marketing  as  opposed  to  his  more  traditional  methods? 
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48.       What  are  your  key  selling  points  in  order  to  get  a  customer  to  use  telephone 
marketing  services  rather  than  do  it  himself? 


49.       What  are  your  key  selling  points  against  your  competition? 


X.        FUTURE  OF  TELEPHONE  MARKETING 

50.       What  do  you  foresee  as  problems  impeding,  or  likely  to  impede,  the  growth 
of  telephone  marketing  services? 


51.       What  do  you  foresee  as  factors  which  will  enhance  the  growth  of  telephone 
marketing  services? 
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